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THE WHITE HOUSE 

WASHINGTON 

Nay 20,   1983 

Dr. G. A. Keyworth, II 
Science Advisor to the 
President 

Washington, D.C.  20500 

Dear Jay: 

The White House Science Council at its meeting today reviewed 
D;LfPPr?Ved fc?e rep°rt °f its Fed««l Laboratory Revi£ 
Panel.  I am pleased to transmit the report to you herewith. 

As David Packard, the Panel's chairman points out, the 
r^Üi^L ^°!:!t0r!8 have.several serious deficiencies, and 
a number of the laboratories do not meet the quality and 
productivity standards that can be expected of them* 

implementation of the Panel's recommendations would helo 
overcome many of these deficiencies and better utilize the 
««rJhJT^181 °f the labo«^*-ies.  I urge you to help 
!™H?!*  f8e reca""««nd*tions are, in fact, acted upon 
expeditiously.  The Council stands ready to helo. as 
appropriate. *      *' 

Sincerely, 

Solomon j. Buchsbaum 
Chairman 
White Houne Science Council 

Attachment 
(1) Ltr. from David Packard, 5/12/83 
(2) Federal Lab Report, May 1983 

in 
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Dr. Solomon J. Buchsbaum 
Chairman 
White House Science Counc'l 
Executive Office of the President 
Office of Science and Technology Policy 
Washington, 0. C. 20500 

Dear Sol: 

I am pleased to transmit to you, with this letter, the 
report of the White House Science Council's Federal Laboratory 
Review Panel. 

In summary, the Panel found that the Federal labora- 
tories have several serious deficiencies, and consequently, a 
number of the laboratories do not meet the quality and produc- 
tivity standards that can be expected of them. We cannot over- 
emphasize the need to correct these deficiencies. 

The Panel's most important recommendations concern 
the missions and management of the laboratories. First, the 
parent agencies of the Federal laboratories must review and 
redefine the missions of these laboratories. At most multi- 
program laboratories, the research activities could be reduced 
in breadth, and reconcentrated on those areas most relevant 
to the missions and of demonstrated excellence. The size of 
a laboratory must be determined by its mission requirements 
and by the quality of its work. 

\ Second, the laboratories must be held more accoun- 
.{ table for the quality and productivity of their research and 
V development. There should be an oversight function that is 

responsible for the continuing excellence of the laboratories. 
This function could be performed by an external oversight com- 
mittee. Micromanagement, or excessive detailed direction to 
the laboratories, focusing on procedures rather than content, 

^~       i       should be stopped. 



^-1./ 

Dr. Solomon J. Buchsbaum May 20, 1983 

The Panel has also made recommendations to relieve the 
constraints on Federal laboratories with regard to personnel 
administration; to provide funding in a way more conducive to 
rational planning; and to increase the collaboration of Federal 
laboratories with universities and industry. This last point is 
certainly not the least important. At a time when the nation's 
economic and defense leadership is increasingly challenged, 
greater synergism between all our R&D institutions is a must. 

SintfH 

David Packard 

DP/lgk / 
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2. l'crsonnel 

.· :'·.· .. ;_. 

Recommendations 

1-1. t\5 ,1 top llldn~gement priority, Feder .11 <~genrie<. should Jl'l'\-

,,mine the mis<;inn~ of their I.JhH<~torie~. Together with the l,1bor.1tory 
dirertors, the .lgt'IKI!'~ slwuld redefine the mi~~1on~ .1" ne,e~~.H\' to en~ure 
th,Jt they cHe con<;i<;tcnt vv1th the .lpJHllpfl,ltr rult·" for f t'der,l! l,d'<ll,1-

tnries. Th· mi<;~it'n" mu<;t br m,1de suificientlv de,u and "Pl't ifi, ru guide 
the agency ,1nd the l,1hor,1turie<; in ~etting go,1l5 ,1g.1in<;~ which the 
l,1boratorie<; perform,mn· can be ev,lluilted. 

1-2 The size of e,,h FednJII,1bor.1:ury 5houiJ be determmed hy its 
rnissiom ,1nd the qu.1lttv of its v:ork. Thilt size 5houiJ be allowed to 

inrrr.1sr nr denea'-e (to zero if necessary) depending on missit'n requirr
ments, but it 5hould not fluctu,Jte r<1ndomly. Preservation of the 
labtHdtorv is not ,1 mis,ion 

The f',Jnel h·ltt'\'l''- th.1t ,llllhl<;l ,1!! of the Fl'dt·r,J! I.Jbor,Jtllrte'-. buth 
governnwnt-oper,ltcd .1nd contr.Jctnr-oper.Jtc,l. <;uffer serious disad
v,mt,Jgc" in their tn.lbilitit·s to ,1ttr.1ct. ret.1in. and nwtiv.Jte scirntific and 
tt·chnic.J! per<;onnel required to fulfill their rni~<;inn". The principal 
dis.1dv.Jnt.1ge i~ the in,1bilitv of thr F t'dcr,ll I.Jbor,Jtories. part it ularly those 

undrr the (ivil Service '-\'Stem. to pro 1.•idl' scientists and engineers with 
rompl titive compt·n~ation .1t entry .Jnd top ~cnior levels. 

Recommendations 

2- I. Adrninistr.1tive .1nd l:.'gi~l.ltive .JCtion" ~lwuld be initi,ltl'd now to 
cre.1ll', .11 gc.vernmcnt-oper,~tcd I.Jhor.Jtorie~ .• 1 scirntific/technic.tl 
personnrl system independent of current Civil Srr\·ice pers,;nnel systems. 

2-2. Contracts governrng govrrnment-t)',vnrd. rontr,Ktor-operated 
labor,1tories should be rewritten to permit the contr,Ktor to eo;tablish 
,1nd carry out an indrpendent salary administration. 

The Panel i-; concerned that thr direct ion <1nJ performance of the 
Feder a I laboratories is lrss th.m optimal hN ,nise of serious problems with 

the contil'uity of re:;ea~ch fu:-~ding. Supporting high qu.1lity research 
r~·,uires stability and a long-r,mge view. 

The Panel al!'o be!icvt:'~ that the Federal L1bor,1tor J directors ilre 
not allowed enough flexibility to exploit innovative scientific 
opportunities. However, added flexibility will be an ;1<0;:-~""ement only if 
accompanied by incrrased accountability for performance and results. 

Recommendations 

3-1. The Congress and the Office of Management and Budget 

should authorize funding for R&D programs on a predictable multiyear 

basis so that staffing levels and research activities dt the Federal ,. 

laboratories can be properly planned. :t;~ 

viii 

3-2. At least 5 percent and up to 10 percent of the annual funding ·~ ~~ 
· ·. , . • · · ·i ·,>Pi, 

RFPORT OF THE WHITE HOUSE SCIENCE C)UNC!!. 
:. -I,\,'::.~~-:/.·;::·~~,~~-~" 

~··, r·h! ,·{, ~'"~.-: -':"./"1/·f~ 
.,., '--',.A.,~: y~ . '! ~·· r Stc..., \~;_.(· ·."J'\~~ 
: ·.:. '· 'v..,_~ :l.:v~·'"" ·;:,": 
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,.,l· 

.J. lv!anag,emrnt 

5. lntcrth-fic'll ll'itlt 
Universities, lnd11str y, 
m1d Users n f f~est'ard1 
Results 

of the Feder.1l ],,bor.ltcnics slwulJ be devoted to progrilmS of independent 
rese.nch and development ,,t the lahorcltory directors' discretion. 
Feder.1l c1~rncies should est.1blish .1 mech,misrn to evalu,ltt' the results of 
such work, with the size .1nd continuation of discretiun.ny funds 
rel.1t.:>d to ],,boratory perform,tnce. In order to encourage cooperative 
rescMch programs. lhe i.lhor,ltory directors should h,we the ,wthorily, 
,, nd be l' ncclll r .1ged. to spend p.n l of the J is ere tionary funds ell 
appropri<~le universities ,md industril'S. 

The P.1nel comludes th<~ I some ilgencic·s give excessively det,l i led 
m.1n.1g('ment direction to the !.1boratories [i.e. micromc1nagement]. Attht< 
s,w1e tin~P. they do nut hold the !dbc .• ;ries sufficiently ilccountable 
for output in terms uf <.JU.l!ity ,;nd productivity. 

Recommendatillns 

-~-I. For e.Kh f-edcr,,JI"l'or,ltllry, there should be an exlern,J! over
Sight fum lion responsible for .1ssuring the continuing excellence of 
tl11· i.Jb<11dlon Thi~ tuntt1o11 could be performed by c1 committee which 
~lwuld Include strong indu~IIV .1nd university representation. This 
'"mmilll'l' would spend •:nough time at the !Jbor.llory to become t.lmili,u 
with the ],,bor,Jiory s stren~;ths <~nd \vedknesse~. It would focus on 
pruduct:vitv and un tlw t•xcellenc(' rdev.mce .• mJ approprialene~s of 
re~e.nch The over~ight committee would m.1ke rt•commend,,tions to 
tiH· .lgl'11l v ,111d inform the ],,bor,Jtory director of these recommeml.llion~. 
Tfl,,~,. rt'L"c•rnnwnd.ltllln~ """uld he tdk('n into .1ccount bv the .1gency 
,,n,l l.d'"'·'tnl\' cn tlwi1 hud~~··t decisll'll" In ,,,Jditiun. the cummittl'~ 
"""uld ,1!"" g1\'l' ~pl·c:,,J ,lltc·nlllHl to r,·ducing milrurn,ln.tgement ~'Y 
tlw ~J'<lll"llfillg ,Jgc·nc \' 

-l 2. fedl'r.ll ,lgt·n,lt"- ~h"uld relv to,, gre.1ter extent on the competi
ti\"l· pt'l'l rt'\ il'\\" pr"' t·~~ lcH ft1ndinb b.1s1C fl'5l'.HC"h <1! the l<~boratorie~. 

-l-,< The J.,bor.ltorv director must be held .ln-nunt,,hle for the 
qt~ollitv tl'l(•\".lllLl', .ud produrtivity of the J,,bor,ltory. Appointment of 
tiH· d1r1'llor ~lwuld lw for ,, finite trrm. \vith tht' optiL>n of extending 
"' .d'l'rt'\"l,lllng thl' tl'tlll .lqwnding on the ~'erforrn.1nre of the 
dtlt'l tc11 .lllLl the Llbllt.il<ll\" 

The f'.uwl fl'r·ls th.tt thl' degree,,( interMtion uf Feder,,]],,b,,ratorit•s 
wit 1 llll11\'l'rsitie~ .md indu~tr\' \'Mi•_•s ,1nwng l.lbc1!,llorit•~. but h.t~ :wt 
bl'l'Tl ~tr,>ng tr.ldition.dlv Thl' n.ttiun,Jlmtl'rt'q ,Jl'm.mds th.1t thiscoll,lb
cH,lllon hl' qrongt·r tu l'll~llll' runtinued ,,d ,•,mces in ~cientific knmvledge 
,1nd its tr,\ll~l.ltion 111lo 1r~d ul lt•c hnoll~hY· 

Recommendations 

5- I FPdc·r,d J.J[,,,: ,llc'lll'~ ,.Jwuld enccnlr,lgl' much nHnr• .lcrt·<;~ to till ir 
f,H iJ1til''- bv UlliVl'rSI[Il'~ ,llld lt1dU<.,Iry. 

" IIN!l!NtS .\NU I<IUJ\111-tlNI>t\TIONS 

" . ' \ . 
, " .. •• •• • " • • c 



6. Collclusiarl 

5-2. R&D inter,Ktion~ between Feder.1l l<~bor,Jturies ilnd industry 
should be grc<~tly incrc.1~cd by more cxch.1ngc of krowlcdge c1nd 
personnel. coll.,bor.ltive projects, and industry funding of l.1bor.1tory 
work, provided .1r1 oversi~;ht rnech.mi..;m is cstablislwd to prevent unf.1ir 
cumpctitive prdctices. 

5-3. Contracting by agencies .1nd labnratorie~ for univer~itil'~ .md 
industry to conduct R&D should be cncour.1ged by sim1'lifying the 
necessary Federal procurement proceJurt·s. The procurement process 
should give l.Jbor<llory dircct\,rs grl'.lter flcxibilitv in contr.Kting. 

In .1ddition to the m.1jor recommendation~ cont.Jinc,l in thi" 

surnmMy, there are "l'Ver<~l others in the body of the report. 1.\'c believe 
that the P,wel's recommendations. vvhen implemented, will make con
qrul'live rh<~ngcs to revit,lli;c the Federal labnr,1toric~ so th.1t their \Vl'<llth 

of t.1lcnt .1nd facilities will contribute more effectivelv Ill our citizen< 
he.1lth. our n.1tion 's dcfenq·, ,1nd our economic growth. 

' RLI'ORT OF THl \\'IIIH IIOUSl SCILNlT COUNCIL 
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INTRODUCTION 
Background 

Panel Activities 

Overall Findings 

The White House Science Council's Federal Laboratory Review 
Panel' was appointed by Dr. Solomon J. Buchsbaum, Chairman of 
the Council, in March 1982, Dr. George A. Keyworth, Science Advisor 
to the President, asked the Panel to review the Federal laboratories 
and to recommend actions to improve their use and performance. The 
Panel was specifically charged to look at laboratory missions, identify 
any systemic impediments to performance, and determine whether 
this nation is getting the optimum return on its substantial investment 
in talent and facilities at the Federal laboratories. 

There are more than 700 Federal laboratories, set up at various 
times for specific purposes. Over time, their activities have tended to 
expand and diversify, partly because they succeeded in their original 
tasks and partly because mission requirements changed. In some cases, 
this expansion has resulted in a dilution and weakening of purpose, 
mission, and capability. 

Of the Federal agencies with research and development (R&D) lab- 
oratories, the Panel concentrated on six with the major share of 
laboratory funding: The Departments of Defense, Agricu'ture, 
Commerce, Energy, and Health and Human Services, and the National 
Aeronautics and Space Administration. Panel members visited several 
large multiprogram R&D laboratories2 and met with top agency 
representatives responsible for laboratory management. The Panel also 
examined past studies of Federal laboratories3, and was kept informed of 
ongoing reviews by the President's Private Sector Survey and the Energy 
Research Advisory Board. The Panel invited input from industry and 
universities and took those into account in its deliberations4. 

The Panel did not review the Federal laboratories in sufficient detail 
to evaluate fully the quality of the work being done or to measure the 
Federal laboratories' contributions in relation to university and industrial 
research. The Panel did find highly rompetent people, important 
research programs, and unique large facilities that would be beyond the 
means of both universities and industry. The Panel also identified a 
number cf serious deficiencies at the Federal laboratories that limit 
both the quality and cost effectiveness of the work done there. These 
deficiencies are not new, but their negative effects have increased 
to serious levels over the past decade. The nation s return on its 
investment in support of the laboratories is being undercut seriously by 
vagueness and inconsistencies in some of the laboratories  missions. 

' 5«- Appendix A for a list of i'anel members 
'See Appendix B for list of laboratories visited 
3See Appendix C for list of major past studies 
4 See Appendix D for individuals, corporations and organizations 
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R&D Roles 

and by the increasingly pervasive effects of impediments described later 
in this report. 

The Panel believes that Federal laboratories play important roles in 
the nation s scientific and engineering enterprise-roles t'aat complement 
those played by industry and universities. Specifically, the Panel 
believes that these roles are appropriate for the Federal laboratories: 

• Perform basic and applied research in areas where the Federal 
government has a legitimate responsibility, including nuclear 
energy, agriculture, health sciences, and development of military 
technology and equipment. 

• Conduct other research projects of a long range nature that require 
unique, capital-intensive facilities and multidisciplinary approaches. 

• Build and manage large multiuser technical facilities, and 
encourage universities and industry to use them. 

• Contribute, through cooperative programs with universities, to the 
education of scientists and engineers in applied research where 
university capabilities may be limited. 

• Perform research and provide services on important national 
standards, metrology, environmental protection, health and safety. 

• Provide special services, such as producing radioactive material, 
maintaining banks or libraries of materials (such as agricultural 
plant material), and provide calibration services such as those 
relating to time, and other physical measurements. 

• Develop commercial products only when that work has industry 
cooperation and is directly related to the laboratory's unique 
capabilities. 

These roles are intermediate between those of universities and 
industry. Both Federal laboratories and universities are very important to 
support a high rate of technological advance in the U.S. Universities 
often excel in basic reseaich, and they provide the additional important 
benefit of producing future scientific talent. On the other hand. 
Federal laboratories and commercial firms have many common capabilities 
and interests. Commercial firms are, by far, the most effective in 
applying research results to broader, practical uses, and to deliver 
products and services to the market. They also have the best capability to 
conduct activities to improve industrial competitiveness and productivity. 
The national investment in R&D must be justified by the contiibutions 
of the R&D institutions to the nation's goals of health, strong economic 
growth and national defense. These contributions can be optimum 
only if these institutions fulfill their proper roles and complement one 
another, so that their research contributes to U.S. leadership in 
technologies and products. The balance in Federal funding between 
Federal laboratories, universities, and commercial firms may not be 
optimum and needs further attention. 
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Nature of The recommendations in this report are made in the framework of 
Kecommendahons the roles described above. They aim to brmg the Federal laboratories 

to the necessary level of excellence and productivity to justify a 
continuing high level of investment in them. The P?nel believes strongly 
that action on these recommendations, some of which have been 
made before, is well overdue. The Administration and the Congress can 
and should make major corrections in 1983 to improve the quality 
and productivity of the Federal laboratories. 

The recommendations address the following factors, which are vital 
to the laboratories' ability to perform and to contribute to the nation's 
well-being and national security: 

• Clear missions that allow firm goals to be set against which the 
performance of the laboratories can be measured. 

• Appropriate resources, most importantly adequate scientific talent, 
for carrying out the missions. 

• A management of the laboratories that fosters an environment 
conducive to first-class research. 

• Strong interaction with universities, industry, and users of research 
results, to maximize the complementary use of talent and 
resources; to assure application of results to broader, practical 
uses; and to minimise undue overlap and unfair competition. 

3        INTRODUCTION 
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t. MISSION 
The Panel believes that clearly defined missions are important to the 

vitality of any laboratory. Of the laboratories visited, those that had 
well defined missions clearly were better performers than those that did 
not. Those laboratories which had both well defined missions ami 
close interaction with the users of their research seemed the most 
effective. 

The Panel observed that some of the laboratories did have a clearly 
defined mission for a part—often a major part—of their work, but the 
balance of the work was often fragmented and unrelated to their main 
activity. This phenomenon frequently occurs when a national need 
that justified the original mission of a laboratory becomes of lower 
priority. The laboratory then tends to diversify into other work to occupy 
its staff and preserve institutional stability. The DOE laboratories 
offer an example of this tendency. During the mid-1970s, work related to 
their original missions under the Atomic Energy Commission decreased. 
Research on alternate energy resources was used to fill the gap and 
increase the activity level at several of the large DOE laboratories. The 
new missions were not very clearly defined or carefully considered at any 
level of management. 

G ven the great concern at that time about future energy sources, a 
lot   r i- oney was made available to the laboratories. But, verv little 
came of t:iis effort, and in the 1980s most of the research on alternate 
energy r" ources has been cut back, transferred to industry, or 
transformed into longer-term exploratory development. These changes 
have left several of the DOE laboratories without well defined missions. 
The a! jence of missions, in turn, contributes to less than optimum 
use and performance. 

The Panel believes that the clearer a laboratory s missions are, the 
better its performance will be. It would be bettet to reduce the si?e 
of a laboratory to meet the real needs of its legitimate missions than to 
maintain its size by filling in with unrelated research projects. 

A laboratory whose original missions no longer serve high-priority 
national needs may be able to acquire new missions. To be carried 
out competently, these missions must be consistent with the laboratory's 
existing strengths and expertise. If necessary, a laboratory without a 
mission should be shut down. 

The Panel also concludes that some ot the work done by the federal 
laboratories could have been done as well, or possibly better, by 
private industry or by universities (e.g., engine designs, batteries and 
fuel cells, electric power transmission and distribution, design of specific 
airframe/engine installation concepts, and renewable energy sources]. 
This would have been less likelv to happen if the missions of the Federal 
laboratories had been defined to encourage cooperation rather than 
competition with industry and universities. Most resean h projects at 
Federal lab iratories could benefit from related research in universities 
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and in industry and could be guided by prospective users, either in 
industry or in government agencies. 

Finally, the Panel observed a certain amount of overlap and 
competition between some laboratories, but this should not be a problem 
if the main missions are clearly defined. Some competition is good. For 
example, the competition between Lawrence Livermore and Los Alamos 
in nuclear weapons development seemed to be an important factor in 
the high quality of weapons work in both laboratories. 

The breadth of research activities at most Federal laboratories could 
be reduced and the depth increased in those areas of demonstrated 
excellence and mission relevance. The laboratories could also take better 
advantage of modern communications technology for information 
exchange among a large number of people over wide geographic areas. 

Recommendations 1-1. As a top management priority. Federal agencies should reex- 
amine the missions of their laboratories. Together with the laboratory 
directors, the agencies should redefine the missions as necessary to ensure 
that they are consistent with the appropriate roles for Federal labora- 
tories. The missions must be made sufficiently clear and specific to 
guide the agency and the laboratories in setting goals against which the 
laboratories' performance can be evaluated. 

1-2. The size of each Federal laboratory should be determined by its 
missions and the quality of its work. That size should be allowed 
to increase or decrease (to zero, if necessary) depending on mission 
requirements, but it should not ftartuate randomly. Preservation of the 
laboratory is not a mission. 

MISSION 
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2. RESOURCES: 
PERSONNEL 

The key to a laboratory's success is a high quality and properly 
motivated scientific staff. The inability of many Federal laboratories- 
especially those under Civ.'l Service constraints-to attract retain, and 
motivate qualified scientist! and engineers is alarming. The personnel 
problem is most serious at government-owned, government-operated 
laboratories (called GOGO's) but it also affects government-owned, 
contractor-operated laboratories (GOCO's). At present, this situation 
limits the productivity of th« laboratories. If not corrected, it will 
seriously threaten their vitality. 

While middle level salaries may be competitive, the GOGO's have 
difficulty attracting young scientists and engineers at the entry level 
{GS-5 and 7) on one hand, and veiy experienced and qualified top-level 
personnel on the other. There an« many reasons for this difficulty, 
but the main one is noncompetitive pay and benefits compared with 
industry and universities1. Furthermore, cumbersome procedures for 
hiring new staff make it hard to bring in new talent even when other 
obstacles have been overcome. 

The rigidity of the Civil Servkv promotion and salary system limits 
rewards for outstanding scientists and engineers Many of them leave 
the GOGO laboratories when they reach the levels where they cannot 
advance unless they are willing to assume management nnd adminis- 
trative responsibilities (usually GS-12 and 13 levels). Promotion is linked 
to management responsibilities, and current rules do not allow for 
adequate recognition of scientific performance alone. Recent personnel 
ceilings imposed strictly on a numerical basis without distinguishing 
among types of staff have adversely affected the laboratories' 
R&D activities. 

The GOCO's are not legally under the Civil Service system, but 
some agencies have chosen to impose ceilings on allowable reimburse- 
ments for scientific personnel. 

This personnel situation leaves the Federal laboratories vulnerable to 
weak scientific leadership if senior qualified personnel cannot be 
replaced, and to declining quality of research because of inadequate 
infusion of young talent. 

It is important that Federal laws and regulations be modified to 
exempt scientific and engineering personnel at Federal laboratories 
from the unduly rigid hiring, salary, and promotion rules of the Civil 
Service system. In placeof these rules thereshould be: 1) a more flexible 
system that facilitates hiring, and enhances career progress for 

'The pay discrepancy varies among laboratories. The National Institutes of Health 
has the largest difference between the Federal pay ceiling and the private-sector earning 
power of specialized academic physicians. 
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technically qualified personnel, and 2) an effective performance-based 
reward system. 

The recent experiment by the Department of Defense at the Naval 
Weapons Center (China Lake, California) and the Naval Ocean Systems 
Center (San Diego, California) is considered highly successful by 
the participants*. Theexperiment applies a revised personnel management 
system which simplifies classification and bases pay, appraisal, and 
retention on performance. It also reduces the paperwork required 
to hire and promote. The experiment shows that it is possible to 
introduce flexibility in personnel management at the government- 
operated Federal laboratories. 

GOCO personnel problems can be corrected by a very simple and 
logical step. Every contract to manage a government laboratory-whether 
the contractor is an industrial firm, a university, or a nonprofit 
organization—should give the contractor complete authority to set and 
carry out personnel policies that will enable the laboratory to attract 
retain, and motivate its professional staff. The laboratory management 
must have authority to set and carry out personnel policies that are 
comparable with those of competitors. This can be done best by the 
laboratory management, not by the agency. 

Recommendations 2-1. Administrative and legislative actions should be initiated now to 
create, at government-operated laboratories, a scientific/technical 
personnel system that is independent of current Civil Service personnel 
systems. The experimental system for managing scientific and technical 
personnel at the Naval Weapons Center and Naval Ocean Systems 
Center is an example of how this can be approached. 

2-2. Contracts governing government-owned, contractor-operated 
laboratories should be rewritten to permit the contractor to establish 
and carry out an independent salary administration. 

2-3. Personnel ceilings at government-operated laboratories should 
not be used in addition to budgetary control. Federal agencies should 
provide budget constraints and give the laboratory directors freedom to 
decide how to meet them. Laboratory directors should also be allowed 
to make the final decisions on contracting for support services at 
their laboratories. 

*5ee Appendix E for description of experiment. 
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3. RESOURCES: 
FUNDING 

Recommendations 

The current processes by which laboratories are funded impede 
rational planning and effective conduct of RAD activities. The budget 
process consumes too much time at too many levels, both in the 
agency and the laboratories. Delayed appropriation actions by Congress, 
often compounded by agency indecision, have dragged uncertainties in 
laboratory funding well into the fiscal year in which funds are to be 
spent. It is also clear that most laboratory directors need more flexibility 
to allocate funds at their laboratories. However, added flexibility 
will be an improvement only if accompanied by increased accountability 
for performance and results. 

If U.S. taxpayers are to get the most return from their support of 
R&D, government laboratories must have sufficient discretionary 
funding for independent research and development. Almost every 
laboratory has found that the most important innovation often comes 
from the scientists' independent ideas of actions. Thus, the productivity 
of the U.S. R&D establishment depends on a vigorous independent 
R&D program. Yet, funding for independent R&D has been decreasing 
over the years. 

3-1. The Congress and Office of Management and Budget should 
authorize funding for R&D programs on a predictable multiyear basis 
so that staffing levels and research activities at Federal laboratories 
can be properly planned. 

3-2. At least 5 percent, and up to 10 percent, of the annual funding 
of the Federal laboratories should h- devoted to programs of independent 
research and development at the laboratory directors' discretion. 
Federal agencies should establish a mechanism to evaluate the results 
of such work, with the size and continuation of discretionary funds 
related to laboratory performance. In order to encourage cooperative 
research programs, the laboratory directors should have the authority 
and be encouraged, to spend part of the discretionary funds at appro- 
priate universities and industries. 

3-3.  Federal laboratories should be allowed to carry forward 
remaining funds into the next fiscal year. This would eliminate the 
wasteful practice of hurried spending at the end of each fiscal year 
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4. MANAGEMENT 
It is clear to the Panel that excessively detailed direction of labora- 

tory R&D activities from agency headquarters, known as micro- 
management, has seriously impaired R&D performance in some lab- 
oratories. Numerous detailed external directions are given as to how work 
should be done, while at the same time, the overall missions and goals 
of the laboratories are inadequately defined. This trend must be reversed. 

The micromanagement problem is most serious at the Department 
of Energy (DOE) laboratories and has its roots in the lack of stability in 
the DOE itself. The Department has changed leadership many times, 
and its mission has changed and diversified too often, to the point 
where it is no longer clear. The Department also must respond to a much 
larger number of Congressional committees and subcommittees than 
other Federal agencies do. 

Perhaps the most serious deficiency of the Federal laboratories 
is their lack of accountability. They are not subject to the competitive 
driving force of the peer review system as the universities are. Nor 
has their survival depended on satisfying the cost effectiveness and 
relevance constraints of industrial R&D laboratories. In the absence of 
economic and competitive forces, the Federal laboratories must be 
held accountable by their agencies. Unfortunately, in most cases, the 
agencies' oversight means an excessive amount of reporting and 
paperwork, but inadequate scrutiny of the quality and relevance of the 
laboratories' activities. 

The current review mechanism often focuses on evaluation of 
proposed work rather than actual performance. Review processes also 
emphasize the more easily measurable criteria (e.g. time and cost) rather 
than the more difficult but important criteria of excellence, relevance 
to national needs, and appropriateness1. Review committees usually have 
only advisory authority and report to the laboratory directors. 

As a result of this kind of oversight, there are many opportunities 
for low-quality research in pedestrian subjects or in areas inappro- 
priate for government involvement. R&D in Federal laboratories, even 
within the same agency, is often |poorly coordinated, leading to 
unproductive overlap among laboratories and missed opportunities 
for synergism. 

A proper balance of basic research activities between the laboratories 
and the universities is important to maintain both the nation's scien- 
tific base and educational capability. A good way to assure a proper balance 

1 Excellence: Is this research of high quality? Is this researcher competent? 

Relevance: Does this research address an important scientific question to solve a 
national need? Is it related to the agency's mission? 

Appropriateness: Is this laboratory the best place to perform this research? Should 
the Federal government be funding this research? 

MANAGEMENT 
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Recommendations 

for 
if to insist upon excellence as « criterion for support. The com- 
petitive peer review process, though imperfect, is a good mechanist 
evaluating basic research. Yet. among the agencies with major 
laboratories, only the National Institutes of Health rely on this process 
systematically and. even then, only for extramural pnigums 

Different agencies have different forms of laboratory IIIMI tgi an nl 
Even within the Department of Energy, operating procedures differ 
some laboratories are operated by universities, others by private 
companies, still others by government employees. Each form of manage- 
ment presents advantages and disadvantages, but the quality of 
management is crucial to a laboratory's performance. Federal agencies 
must insist on highly competent laboratory directors. The agencies 
must then make sure that the laboratory directors understand their 
missions and the place of their laboratories in the overall work of the 
agency. Each agency  .lould involve the laboratory directors in develop- 
ing an overall R4D plan. This would encourage teamwork and increase 
synergism between the laboratories. 

4-1. For each Federal laboratory, there should be an oversight func- 
tion responsible for assuring the continuing excellence of the laboratory. 
This function could be performed by an external committee which should 
include strong industry and university representation This committee 
would spend enough time at the laboratory to become familiar with 
the laboratory's strengths and weaknesses. It would focus on productivity 
and on the excellence, relevance, and appropriateness of research. 
The oversight committee would make recommendations to the agency 
and inform the laboratory director of these recommendations. Those 
recommendations would be taken into account by the agency and 
laboratory in their budget decisions. In addition, ihc committee 
would give special attention to reducing micromanagement by the 
sponsoring agency. 

4-2. Federal agencies should rely to a greater extent on the competi- 
tive peer review process for funding basic research at their laboratories. 

4-3. The laboratory director must be held accountable for the 
quality, relevance, and productivity of the laboratory. Appointment of 
the director should be for a finite term, with the option of extending 
or abbreviating the term depending on the performance of the director 
and the laboratory. 

4-4. The above recommendations apply to all Federal agencies. The 
management of the Department of Energy presents an additional 
special problem, and the Panel recommends that the Administration and 
Congress work together to stabilize and strengthen DOE management 
and to define and affirm its mission. Congress should also refocus 
its oversight of DOE R&D into a significantly smaller number 
of committees. 

10       REPORT OF THE WHITE HOUSE SCIENCE COUNCIL 

A L 



5L INTERACTION 
WITH UNIVERSITIES, 
INDUSTRY, AND 
USERS OF 
RESEARCH RESULTS 

The United Statescan no longer afford the luxury of isolating its 
government laboratories from university and industry laboratories. 
Although endowed with the best research institutions in the work!, this 
country is increasingly challenged in its military and economic 
competitiveness. The national interest demands that the Federal labora- 
tories collaborate with universities and industry to ensure continued 
advances in scientific knowledge and its translation into useful 
technology. The Federal laboratories must be more responsive to 
national needs. ;

; 

The ultimate purpose of Federal support for R&D is to/develop the 
science and technology base needed for a strong national defense, 
for the health and well-being of U.S. citizens, and for a healthy U.S. 
economy. Federal laboratories should recognize that they are an important 
part of the partnership with universities and industry in meeting this 
goal. A strong cooperative relationship must exist between Federal 
laboratories, universities, industry and other users of the laboratories' 
research results. 

Federal laboratories have felt traditionally that they are part of the 
government, committed to its highest service and totally dependent 
on it for support. They perceived industry as an awkward partner with a 
different value system. Although the degree of interaction with 
universities and industry varied among the laboratories visited, the Panel 
feels that this interaction could be increased at all Federal laboratories. 

One means of interaction is through R&D contracts. The current 
Federal procurement system discourages agencies and GOGO laboratories 
from contracting with universities and industry. Procedural require- 
ments for doing so are far more cumbersome than for assigning work to 
the Federal laboratories. As a result, many parent agencies have 
assigned to the laboratories work that would be more appropriately 
performed elsewhere, and the GOGÖ laboratories have been reluctant to 
contract with universities and industry. The Panel believes that this 
situation has «used the balance of R&D funding in many agencies to 
shift in favor of the Federal laboratories at the expense of the universities 
and industry for over a decade. This problem is most severe with the 
DOE and DOD. and least with the NIH. 

A final note on interaction between Federal laboratories and users of 
research results concerns the DOD, Since the major task of DOD 
laboratories is to enhance the capability of our military forces, greater 
communication between the DOD's operating forces and its laboratories 
would benefit both parties. This communication is currently hampered 
by the many layers of management between the laboratories and the 
operating forces. 
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Recommendation* 5-1. Federal laboratories should encourage much more access to their 
facilities by universities and industry. 

5-2. R&D interactions between Federal laboratories and industry 
should be greatly increased by more exchange of knowledge and 
personnel, collaborative projects, and industry funding of laboratory 
work, provided an oversight mechanism is established to prevent unfair 
competitive practices. 

5-3. Contracting by agencies and laboratories for universities and 
industry to conduct R&D should be encouraged by simplifying the 
necessary Federal procurement procedures, The procurement process 
should give laboratory directors greater flexibility in contracting. 

5-4. Support to the military operating forces shouü be an important 
criterion among others for measuring performance of the DOD laboratories. 
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APPENDIX B 

LABORATORIES 
VISITED BY WHITE 
HOUSE SCIENCE 
COUNCIL FEDERAL 
LABORATORY 
REVIEW PANEL 

Department of Agriculture 
Beltsville Agricultural Research Center 

Department of Commerce 
National Bureau of Standards 

Department of Defense 
Air Force Weapons Laboratory 
Harry Diamond Army Laboratories 
Naval Research Laboratory 
Naval Weapons Center 

Department of Energy 
Argonne National Laboratory 
Brooichaven National Laboratory 
Lawrence Berkeley National Laboratory 
Lawrence Livermore National Laboratory 
Los Alamos National Laboratory 
Oak Ridge National Laboratory 
Pacific Northwest Laboratory 
Sandia National Laboratory 

Department of Health and Human Services 
National Institutes of Health 

National Aeronautics and Space Administration 
Jet Propulsion Laboratory 

DM» of Via* 

October 8. 1982 

November 28. 1982 

June 21, 1982 
November 2&, 1982 
November 17. 1982 
December 14, 1982 

July IS, 1982 
August 30, 1982 
July 26, 1982 
July 27, 1982 
June 21, 1983 
August 31, 1982 
July 28. 1982 
June 21. 1982 

November 28, 1982 

November 2, 1982 
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APPENDIX C 

PAST STUDIES 
REVIEWED BY 
FEDERAL 
LABORATORY 
REVIEW PANEL 

Department of 
Agriculture 

Department of Commerce 

Department of Defense 

Department of Energy 

Science for Agriculture. The Rockefeller Foundation and Office of Sci- 
ence and Technology Policy, 1982. 

An Assessment of the United States Food and Agricultural System. 
Office of Technology Assessment, 1981. 

Agriculture Rural Development and Related Agencies Appropriations for 
1981. Part 4, pages 787 through 906, 1981. 

Report of the Committee on Research Advisory to the U.S. Department 
of Agriculture. National Research Council, 1972. 

The National Bureau of Standards: A Review of Its Organization and 
Operations. 1971-1980. U.S. House of Representatives. Committee on 
Science and Technology. Subcommittee on Science, Research and 
Technology, 1981. 

Information on Mission and Functions of the National Bureau of 
Standards. General Accounting Office, 1981. 

National Bureau of Standards-Answers to Congressional Concerns. 
General Accounting Office, 1980. 

Selected Papers on the National Bureau of Standards. U.S. Senate. 
Committee on Commerce, Science and Transportation, 1978. 

USD^E Independent Reviewof DOD Laboratories. Robert J. Hermann 
March 22, 1982. 

Research and Development for Military Strength: Concern and Recom- 
mendations. Center for Strategic and International Studies, Georgetown 
University, April 1982. 

Review of IR/IED Program at the NAVMAT R&D Centers. Memoran- 
dum for Mr. J. E. Colvard from Tibor G. Horwath, Headquarters 
Naval Material Command, April, 1981. 

Report of the DOD Laboratory Management Task Force, 1980. 

DOD Medical and Human Resources Laboratory Utilization Study, 
September, 1976. 

DOD Laboratory Utilization Study, 1975. 

Final Report of the Muitiprcgram Laboratory Panel: Volumes I, II and 
III. Energy Researcn Advisory Board, September, 1982. 

National Laboratories' Relationships with Industry and the University 
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National Aeronautics 
ami Space Administra- 
tion [NASA] 

National Institutes of 
Health 

All Federal Agencies 

Community. U.S. House of Representatives, Committee on Science anJ 
Technology. 1981. 

Changing the DOE s Headquarters/Field Organisation Structure Could 
Provide a Better Framework fur Accomplishing Departmental Objectives. 
General Accounting Office. 1981. 

The Department of Hnergy Needs Better Proceduies for Selecting a 
Contractor to Operate Argonne National Laboratory. Genc-ial Accounting 
Office, 1981 

National Laboratories-Oversight  legislation and Authorisation Issues 
Office of Technology Assessment, 1980 

Interagency Laboratory Use, Current Practices and Recurring Problems 
General Accounting Office, 1979 

Review of Roles and Functions of the Laboratoiies and Opeiat.on* 
Office (DESM 79-31 Department of Energy 1979 

The Role of the National Energy Laboratories in EKDA and DOf 
Operations. William C. Boesman   Repoit to House v oumuttet o    .-Jciciuc- 
and Technology, 1978 

I he Multipiograin Laboratories- A National Kesouut to; Noniuulcar 
Energy R&D. General Accounting Ottue   19?8 

Role of the National Laboratories m Eneigv Kescai.ri and Dei clopnu.ni 
House of Representatives   Committee on Skieiuc jnJ  leihnology   197ft 

Field and Laboratory Utilization Study   Enc-rg\ Rese^u h and l>cvclop 
ment Administiation   1975 

Report on OS 1 P Study Caoup on Aeionautu al Uesean h and lei hiu.iogy 
Policy. O! tue of Si ietuearid lei hnology Polii \, 1982. 

Institutional Assessment NASA  197« 

Center Roles and Missions   NASA   197o. 

An Institutional Base Study     MiCuidy Study     H71 

Review and Evaluation of Intramural Research. A repoi t to ;he Nil i 
Scientific Direi tors JohnC.  Eberhart Novembei 3  1982 

N!H Intramural Reseauh Program Assessment  Of»lies of the Assistant 
Secretary for Health and the Assistant Sei retary foi Planning and 
Evaluation, Department of Health and Human Servues   1982 

The Intramural Programs of the NlH   Golberger Report   1981. 

Intramural NlH-Its Status and Prospects  Stetten Report   197e 

Report of the President s Biomedical Research Panei   197o 

Investigation of the NlH. House of Representatives, Committee on Inter- 
state and Foreign Commerce, 197o. 

Multiyear Authorizations for Research and Development. General 
Accounting Office, June 3, 1981 
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Federal R&D Laboratories Directors' Perspectives on Management. 
General Accounting Office, 1979. 

Report to the President on Government Contracting for Research and 
Development. Bureau of the Budget for Committee on Government 
Operations, U.S. Senate, May 17, 1962. 
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TO FEDERAL 
LABORATORY 
REVIEW PANEL 
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Research, Physics Division 
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Steven Ditmeyer, Director 
Research and Development 
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Peter Eisenberger, Director 
Physical Sciences Laboratory 

Duane Levine, Director 
Science Laboratories 

Ford Motor Company 

Dale Compton, Vice President for Research 
General Atomic 

Harold Agnew, President 

General Dynamics Corporation 
L. F. Buchanan, Vice President 
Engineering and Program Development 

General Electric 

Roland W. Schmitt, Senior Vice President 
Corporate Research and Development 

Robert C. Hawkins, General Manager 
Advanced Technology. Operations 
Arthur Flathers 
Aerospace Group 

Craig S. ledmon, Jr., Staff Executive 
Power Systems Technology Operations 

General Motors Research Laboratories 
Robert A. Frosch, Vice President 
General Motors Corporation 

Grumman Corporation 
Joseph G. Gavin, Jr., President 
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IBM 
Bill Howard, Office of Vic President and Chief 
Scientist 

Lockheed Corporation 
Roy A. Anderson, Chairman of the Board 

McDonnell Douglas 
Sanford N. McDonnell, Chairman of the Board 
and Chief Executive Officer 

Northrop Corporation 
Donald A. Hickes, Senior Vice President 
Marketing and Technology 

Thomas V. Jones, Chairman of the Board and 
Chief Executive Officer 

Rockwell International Corporation 
Robert Anderson, Chairman of the Board and 
Chief Executive Officer 

TRW, Inc. 
John S. Foster, Jr., Vice President 
Science and Technology 

Institute of Electrical and Electronics Engineers. Inc. 
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APPENDIX E 

NOSC/NWC 
PERSONNEL 
DEMONSTRATION 
PROJECT 

Area of Interest: 

Background Statement 

Contact: 

Executive Summary 

Demonstration Project 
(An Experiment in Federal Personnel Management) 

Under Title V! of the Civil Service Reform Act (CSRA) of 1978, 
there were provisions for federal agencies to obtain approval from the 
Office of Personnel Management to conduct a demonstration project to 
determine if the removal of personnel management constraints and 
changes to personnel regulations could increase effectiveness and 
efficiency in the work force. By law, such experiments were limited to a 
total of 10 active projects, could last for a maximum of five years, 
and v.-?re limited to a maximum of 5,000 employees. 

To date only one project has been approved/and that is the Navy's 
joint Naval Ocean Systems Center/Naval Weapons Center Demon- 
stration Project, initiated in July 1980. The Project allows waiver of 
certain personnel-related laws and regulations; however, it does 
not waive leave, insurance, annuity. Hatch Act, or EEO rules or 
regulations. Basically, it is a revised personnel management system 
providing simplified position classification, performance linked pay and 
appraisal, and performance based retention. 

The following Executive Summary provides basic information on 
this Center's personnel Demonstration Project. Its purpose, description, 
and operating policies are covered. If you would like more detailed 
background on the Project, a suggested contact is: 

Bob Glen 
Demonstration Project Manager (Code 0902) 
Extension 3196 

Personnel management under the Civil Service system has experi- 
enced a number of problems; key examples are: 

(1) Classification-complex and outdated position standards which 
delay recruitment and promotions, limit organizational 
flexibility to administer personnel resources, and place personnel 
staffs in an adversarial role with line management mission, 
product, and service obligations. 

(2) Performance appraisal-unsatisfactory pay incentives to reward 
good and penalize poor performance, and the inability, 
through performance planning and mutual employee-supervisor 
goal setting, to objectively establish and measure employee 
effectiveness in relation to organizational goals 
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(3) Merit pay-lack of sufficient incentives and flexibility in dealing 
with all levels of the work force and in offering recent 
college graduates and other potential employees pay which will 
keep pace with professional growth, performance and 
responsibilities demonstrated. 

(4) Reduction-in-force-inability to recognize performance as a major 
criterion in RIF situations and to avoid adverse effects upon 
good performers who happen to have low retention standing or 
who may be recently-hired female or minority employees. 

The NOSC/NWC Demonstration Project was established to address 
the above problem areas within the existing personnel system and 
to show that the effectiveness of federal organizations can be enhanced 
by allowing greater line management control over personnel functions. 

PurP°se The intent of this Project is to permit increased line management 
involvement in major personnel-related decisions, such as recruitment, 
compensation, training, appraisal, and rewards. The line manager is 
the primary decision maker on personnel issues of pay, classification, 

merit, and job assignments which have important effects upon 
motivation, performance, and organizational effectiveness. To accomplish 
these changes, the Demo Project includes (1) a more flexible, man- 
ageable, and understandable classification system which aggregates 
several GS grade levels into broad pay bands; (2) a performance appraisal 
system that links performance goals, compensation, and organizational 
effectiveness; (3) an expanded application of theCSRA merit pay 
concept for both supervisory and non-supervisory employees; and (4) an 
emphasis on performance as a primary criterion in the retention 
process while retaining tenure, veterans preference, and length-of- 
service factors. 

Types and Number of i„ keeping with the 5,000 employee limit in the Project, the two 
Parttapatmg Employees Centers have included the following full-time personnel in the 

Demo Project: 

Scientists and Engineers, and Senior Professional Staff 
Technicians 
Administrative Specialists 
Technical Specialists 
Clerical 

NOSC NWC 
1.284 1.444 
332 588 
223 .395 
171 183 
360 - 

2,370 2,010 

4,980' 

Scientists and engineers and all GS-13-15 personnel entered the 
Project when it began in July 1980. The GS-12 Administrative and 
Technical Specialists entered the Project in January 1981 with the 
Technicians following in August 1981 and the GS-11 and below 
Administrative and Technical Specialists being included in August 1982 
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Basic Features 

Since both Centers' clerical population could not be added to the 
Project without exceeding the 5,000 person limitation, it was decided to 
include only NOSC's clerical personnel in August 1982, in order to 
ensure an opportunity for full evaluation of the Project's concepts for all 
of the above career paths. 

Implementation procedures for the Project vary somewhat between 
the two Centers in relation to unique management needs and styles 
However, both Centers have a similar basic approach to pay, performance 
appraisal, and position classification. Under the experimental effort, 
both Centers have grouped 16 pay and classification grades (GS-1 
through GS-16) into broad levels as noted below for the applicable 
career path: 

Career »«Mt Identification by ClaasMieatton Level ae 
Related to Current Grade Levels 

Scientists. 
Engineers, and 
Senior Prof. 
Staff 

Technicians 

Technical 
Specialists 

Administrative 
Specialists 

1 
1 
1 
1 

1-4 5-8 9-11 12-13 14-15 16-18 

1 
1 A 1 II III IV V 

4 

, * 

k 

. 

DT 

1-4 5-7 8-10 

II 

11-12 

A I III 

1-4 5-8 9-10 11-12 

A 1 
.  , 

11 ill 
DS 

*■     N 

1-4 5-8 9-10 11-12 

A 
' 

II III 
DA 

DP 

The separate career paths incorporate at least two grades within 
each path. Performance appraisal serves as the basis for determining 
incentive pay adjustments in terms of classification standards and 
performance objectives established. Each career path is a competitive area 
for reduction-in-force purposes, and retention is determined primarily 
on the basis of performance appraisal. 

ClasaMcatfon and Pay System 

Each class of positions covered by the Demo Project (scientist and 
engineer, technician, technical specialist, and administrative specialist) 
reflects career progression of those having similar qualification 
requirements and lines of work. Pay bands in each career path reflect 
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entry, trainee, and journeyman levels of work for that occupational 
group. Series levels are included in the DP career path. 

The classification system recognizes both the rank-in-person concept 
reflecting unique aspects of matrix and line management plus sponsor 
relationships as well as the rank-in-position distinctions through 
classification in broad classificaiion levels. The first line supervisor is 
invo ved with classifying positions by using simplified standards for each 
pay level. Typical duties, responsibilities and levels of difficulty of 
work at each classification level are listed in a "menu" format. Super- 
visors then select from the appropriate classification standard for a given 
level. To acknowledge personal contributions and capabilities of 
individual employees as well as duties and responsibilities of positions 
the traditional position description or PD has been retitled "Personal 
Activities and Capabilities" or PAC. The classification standards 
are computerized to allow for automatic listing of menu items, and 
the resulting PAC is identified by special code and stored for 
record purposes. PACs are quickly prepared and approached with 
maximum line supervision involvement and provide clear distinctions 
between functions, specialties and classification levels. 

Scientific and engineering salaries are established consistent with 
Ubor market conditions and the applicant's experience and education 
However, s.nce the basis for the Project pay system is the General 
bchedule, scientists' and engineers pay rates for the various levels of 
responsibility are directly keyed to the special salary rates for scientists 
and engineers. 

Performance Linked Pay 

Employees can be paid no less than the minimum pay rate estab- 
hshedI for the pay band to which assigned. The broad band has 
been divided into increments between the highest and lowest salary of 
the level (i.e., CS-12/1-13/10 for DP level III and 24 increments 
each equaling approximately 1.5% of the highest salary level). Increases 
in pay are based on performance within available resources and 
the Center's annual merit payout has been approximately ZA% of Demo 
Project payroll. This figure has been derived from monies that 

lZT  clnWOU,d,  aVf be!" Paid t0 H™"« «"Payees in the form of Vbls, bbPs, and within-level promotions. 

|     Employee performance is evaluated on the basis of five incentive pay 
groupings from performance that is demonstrably exceptional to 
that which is substantially below fully successful. The following 
identifies performance rating definitions and payout choices in terms of 
whether or not comparability pay (federally determined) and incre- 
ments are awarded for the various levels of performance indicated 
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Rating Definition Pay 
1   Performance that is demonstrably exceptional-dearly deserving c + 4i 

of recognition equivalent to a within-level promotion. or 
c + 3i 

2 • • • QuaUty performance that exceeds the fnily successful standards. c + 2» 
3    FuUy successful performance-meets the expected results of the c + i 

performance plan. Growth and progression normal for NWC or 
c 

4    Below fully successful. Corrective action needed. c/2 
5    Substantially below fully successful. Serious performance 0 

deficiencies. Needs significant improvement for work to meet 
established standards. 

Employees who exceed performance expectations receive incentive 
pay increases substantially exceeding government-wide comparability 
increases. Employees who fully meet performance expectations receive at 
itast comparability, while those who do not fully meet performance 
expectations receive either one-half or none of the comparability increase. 

Employees' salaries advance to the upper limit of a pay bank only 
through performance, not time-in-level. A lump sum bonus payout, 
corresponding to the payout shown above, is given to those employees 
whose salaries are at the top of the level or the pay cap. if, on the 
other hand, an employee receives no or limited pay increases due to 
marginal performance, and the minimum salary of the current pay band 
exceeds the present salary, the employee "migrates downward" to 
the next lower level. This occurs without specific adverse or performance- 
based action. In this manner, higher performing employees are 
rewarded in consonance with their conUbutions and poorer but 
minimally adequate performers have their salaries held constant. 
Employees whose performance is unacceptable may be removed or 
changed to a lower level as a performance-based or adverse action. 

RaduetkMt-in^Fore* 
The Demonstration Project's major change in RIF procedures is the 

ranking of employees within each competitive level, based primarily 
on performance rating groupings and secondarily on the elements 
of tenure, veteran's preference, and length of service. The intent is to j 
increase the probability of retaining the highest performing employees ' 
in their positions and displacing the lowest performers. "Bumping'' 
is limited to :he career path to which the employee is currently 
assigned. Thus, if engineering positions are abolished, clerical, technician, 
specialist and administrative personnel »/ould not be bumped. 

Employees c*n retreat to the career paths through which they 
progressed. Retention standing within a competitive level is determined 
by performance rating groups, and the high retention group (s) is 
placed at the top of the register in standard tenure, veteran's preference, 
and length of service order. Employees in lower retention groups arj 
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placed at the bottom of the retention register, using the same 
standard order and are the first to be released from the competitive 
level. Individuals in higher retention groups always displace those in the 
lower group(s). 

A task team approach has been used to develop implementation 
ideas and create "ownership" of these important changes to the federal 
personnel system. This has involved representatives of career paths 
and various skills at the Center who are affected by the Project. Task 
teams involving pay, classification, performance evaluation, and 
communication are examples of representative groups from both 
managers and employees affected by the Project. They have made 
significant contributions to Center policies affecting all implementation 
aspects of the Demo-Project. Special employee groups to review 
provisions affecting career paths, such as technicians, have been used, 
also. These grouts have influenced changes which have been made 
to pay bands, performance appraisal, and the new position classification 
approach. Task team policies have been developed in conjunction 
with NOSC task team counterparts. 

As career paths have entered the Project, training has occurred in 
some depth on the basic features of the new system, how it works, 
and the responsibilities and expectations of supervisors and employees. 
Training sessions on performance planning and assessment, compensa- 
tion, classification, and general system operation have been conducted by 
employees who have been trained by Personnel Department repre- 
sentatives. Specific topics other than those above included goal setting, 
motivation, communication, handling conflict, and performance 
monitoring. Essential to the understanding and acceptance of the Project 
have been efforts on communication and descriptions of the depart- 
mental Performance Review Boards (PRBs) where final performance 
evaluation decisions for employees are made. 

To assess the Project results and evaluate the feasibility of applica- 
tions to other federal organizations, evaluation efforts by OPM contract 
and internal evaluation groups at both Centers are underway. Coopers 
and Lybrand were awarded the OPM contract ($100 K with each 
Center paying one-fourth of the cost) and will provide their first 
report in September 1982. This Center's internal evaluation effort is 
headed by Dr. Ed Alden (Code08203). Theexternal evaluation effort will 
monitor the implementation of the Project and assess anticipated 
and unanticipated effects. The firm fixed price contract is for one year 
with four renewable options of one year for the five year evaluation 
period. To help isolate effects of the Project, changes at the two 
participating Centers will be compared with data from two other Navy 
labs, NADC and NSWC. 

Factors as recruitment success, turnover, and Personnel Department 
performance will be evaluated, along with management issues of 
equity, motivation, satisfaction, mobility, line management flexibility/ 
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Benefits of Project 

accountability, and changes in the number of adverse actions. Attitude 
surveys are being conducted by both the internal and external evaluate«, 
plus management audits, exit interviews, and othsr analyses involving 
recruitment, mobility, and sponsor satisfaction. OPM's major 
objectives for measuring the success of the Project include recruitment 
success, increased high performer retention, improved personnel function 
performance, and expanded performance-based pay systemization. 

The Project is expected to demonstrate that a genuinely management- 
centered personnel administration process will lead to more efficient 
and effective use of th» resources of the participating laboratories. In 
addition, by providing a means of real-world testing for models of 
improved and simplified classification and performance evaluation 
systems, the project will have results that can be applied throughout the 
federal service. Some examples of anticipated effects caused by the 
proposed changes and corresponding measures for evaluating these 
effects are depicted in Table 1. 

Table 1. 
Chang«», Wltti Mmim for Evaluating Th—m Effects 

Change Anticipated effects Evaluation measures 

Classification   Increased recruitment success 
and pay EEO commitment 

Flexibility of workload assignment 
Increased personnel effectiveness 

Performance 
appraisal 

Correlation of pay and performance 
Improved EEO relations 
Increased employee commitment 
Decreased turnover of "desirable" 

employees 
Increased turnover of low performers 
Increased organizational effective- 

ness and efficiency 

Retention Retention of high performers 
Increased EEO effectiveness 

Adverse 
action 

Increased adverse action effectiveness 

Cost per recruit, recruit quality and 
quantity 

Cost, quantity and quality of recruits 
Time, cost of reassignments and 

tr?~sfers 
Cost, management and employee 

satisfaction 

Perceived equity 
Increased retention of high per- 

formance minorities and women 
Satisfaction and commitment 

instruments 
Turnover rate of critical employees 
Turnover rate 
Peer, sponsor, and user evaluations; 

cost to conduct business 

Retention rates 
Retention rates of minorities and 
women 

Cost, rate of successful actions 
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